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(All figures in this table are given in U.S. dollars) 
A 2 B 1 cl Dd 
Year Ended 31 March (Year) (Year) (Year)(Est. Year) 
1979 1980 4h 1981 


KEY ECONOMIC INDICATORS 


GDP at current prices ($m) 20908 23970 ; 28375 
GDP at constant 1965/66 prices ($m) 5685 5800 5975 
Per Capita GDP, Current prices ($000) 6640 7585 8955 
Plant & Equipment Investment ($m) 1212 1435 1810 
(Private Sector Only) 
Private Income (Disposable) ($m) 15188 17635 : 20995 
Indices: 
Industrial production (2) n/a 
Average labor productivity(3) $4586 $4705 $4790 
Average industrial waged $168 $ 200 ‘ $ 235 
Labor Force(5) (000) 1265 1270 ‘ 1282 
Average Unemployment Rate 
Registered unemployed (000) 2350 4 


16 
% of Labor Force 2:0 362 


38.0 
5.0 
MONEY AND PRICES 


Money Supply ($m) 2147 
Commercial Bank Overdraft 
Interest Rate (Z) 10.75 
Indices: 
Consumers' Price Index(®) 1257 
General Price Index(7) 1335 
Retail Sales(8) ($m) 3321 
Retail Sales Deflator(?) 2072 


BALANCE OF PAYMENTS AND TRADE 


Gold & Foreign Reohagge Reserves( (Be) 865 695 700 


External Public Debt ( ($m) 4080 4600 4900 
Annual Debt Service(11) ($m) "304 331 350 
Current Annual Balance(12) -orr ($m) -482 -715 -1200 
-BOP ($m) -781 -770 -1250 

Balance of Trade(12) -O0ET ($m) +807 +768 +500 
-BOP ($m) +382 +494 +402 

Exports (FOB) ($m) 5152 6075 7500 
U.S. Share 15.5 14 14 
Imports (CIF) ($m) 4538 5575 7110 
U.S. Share(13) 14 14 14 


All data represent the average for the particular March year unless 
otherwise specified. 


(Explanatory notes will be found at the end of the report). 





The percentage change estimate in Column Cl has been 
rounded to the nearest 0.5 percent, as this is the 
convention applied in Quarterly Predictions from which 
several of the estimates are derived. 


No imndustrial production iniex is available. The best 
guide would be the index of real GDP. 


Measured as real GDP per employed labor force member, in 
1965/66 prices. 


Average weekly wage (ordinary time plus overtime earnings) 
- average for the year. 


Includes registered unemployed. 


Base period December Quarter 1977 (= 1000). 


Measures the level of prices paid for inputs of goods and 
services (excluding labor) by all industries in the 
economy. Base December Quarter 1977 (=1000). 


Real retail sales; i.e., measured in constant December 
Quarter 1974 prices. 


Base December Quarter 1974 (=1000). 


N.Z.'s official overseas reserves, average as at em of 
each month. 


Government plus Reserve Bank external debt and debt 
servicing. 


OFT is the balance on overseas exchange transactions as 
measured by the Reserve Bank of New Zealand. This 
measures cash flows only. 


BOP is the external balance as measured by the Department 
of Statistics and uses the accrual method. 


Estimates of the U.S. share of total N.Z. Imports measured 
according to the c.d.v. method of valuation. 





SUMMARY 


As a trade-oriented country, New Zealand continues to feel the result of 
the international recession. The global situation—characterized by high 
rates of inflatim, slow growth rates in the industrial countries, large 
external payments imbalances, a lack of confidence in the stability of 
world energy prices, and rising political tensions—offers little hope for 
an exceptional return to economic growth in the next year. New Zealand 
will feel the recession through adverse terms of trade and lower demand 
for export commodities. 


However, there are still many structural problems within New Zealand's 
domestic economy that must be mentioned. Investment, except in the 
traditional agricultural sector, has fallen. The number of skilled 
workers emigrating has decreased by 8.1 percent from the previous year, 
but it is still significant. Unemployment remains a _ problem. 
Consumption, as exemplified by retail sales, is down, signifying a weak 
demand. Inflation, however, remains high. 


New Zealand's terms of trade continue to erode. The prices received for 
exports are not increasing as rapidly as the prices paid for imports, 
particularly oil. Strong export growth has been overridden by a rise in 
the invisibles deficit, resulting in a negative balance of payments and a 
period of zero growth. 


There are, however, some positive signs. The downturn in the economy was 
estimated to have reached its cyclical trough in late 1980. Signs of re- 
covery are becoming visible, as investors begin to prepare for the energy 
development program. Business confidence seems to be increasing. An up- 
turn for 1981/82 is generally predicted. It may be some time in coming, 
but ecomonic good news for New Zealand seems possible for the future. 


Note: Figures in the text are given in New Zealand dollars which are 
roughly at par with the United States dollar: (SNZ1 = $US 
0.9227). Yearly figures, unless otherwise stated, are from 
March to March, the standard New Zealand statistical year. 


AGRICULTURE 


PRODUCTION: Total production of agricultural items in 1981 shows only 
a Slight increase over 1980, although some individual sectors had fine 
seasons. Another record wool clip is expected. The apple crop was 
a record high. The dairy season ended in May with production falling 
slightly short of a new record. Beef production stayed the same. 


Dairy products are obtaining very favorable world market prices. 
Prices in other areas, however, particularly beef and apples, have 
been disappointing. 





Estimates for Major Agricultural Export Earnings 
1979 1980 1981 


Million NZ Dollars 


Meat 1,295 1,481 1,680 
Wool 851 996 1,070 
Butter 231 374 390 
Cheese 77 103 140 
Other Dairy 325 545 575 
Other Animal Products 402 401 470 


Source: 1979 and 1980 data Reserve Bank 
1981 data Embassy Projections 


Should world markets for wool ami beef increase sooner amd by more than 
currently expected, export earnings could show greater increases, 
particularly during the last quarter of 1981. 


Inflation remains the number one concern of the agricultural sector. 
Even with the higher prices in most sectors, net income for 1981 is ex- 
pected to decline because input costs are estimated to be up over 20 per- 
cent. The Ministry of Agriculture reports that to maintain inputs 
farmers increased their borrowings substantially in 1980/81. Farmers 
may not do this in 1981/82 since net incomes are not expected to improve. 


The level of the guaranteed minimum prices for meat, wool and dairy pro- 
ducts announced by the New Zealand Government for the 1981/82 production 
year will mean gross farm incomes should increase, particularly for wool, 
sheepmeat and beef producers. Minimum prices for wool have been in- 
creased from 235 cents to 320 cents per kilo greasy basis; manufacturing 
beef increased from 105 cents per kilo to 125 cents; lamb increased from 
110 cents per kilo to 145 cents. Current July market prices are below 
these levels. 


INFLATION 


New Zealand's inflation rate for the year ended February 1981 was 15.2 
percent, which ranked sixth highest among the 24 member countries of the 
OECD. The large wage rises that helped fuel inflation over 1980, 
combined with import price increases and the unusually high budget 
deficit forecast for 1981/82, are likely to keep inflation rates high 
over 1981. Fool prices continue to rise faster than the overall infla- 
tion rate, along with transportation costs, tobacco and alcohol prices. 
The communications and petroleum industries were the hardest hit by price 
jumps in 1980, largely the result of a large increase in import prices. 


BUSINESS AND INVESTMENT 


A major constraint on investment continues to be a lack of demand and the 





prospect of inadequate profit. Most firms are willing to invest in a 
profitable opportunity, but currently there seems to be a scarcity of 
such opportunities in New Zealand. A basic structural imbalance in the 
economy is a domestically oriented manufacturing sector that has contri- 
buted too little to foreign exchange earnings. Government policies 
aimed at protecting the manufacturers at home may have inhibited the 
development of export oriented production. New Zealanders, however, are 
increasingly aware of the need to be competitive with their overseas 
counterparts. 


Business confidence seems to be improving. After almost 2 years of a 
generally negative outlook, a net 25 percent of firms recently surveyed 
expect the business climate to improve over the next 6 months. Manu- 
facturers and builders still see a general decline, but they believe the 
decline will be less rapid and widespread than has been recently. This 
slow down, coupled with the new incentives for first home buyers provided 
in the 1981 budget, should give a boost to the housing industry which has 
been weak in recent years. 


A major reason for this new confidence is the belief that the new energy 
development projects can considerably improve the economic situation in 
the next 3 to 5 years. A major goal of the National Government in the 
1980's is to increase significantly energy self-sufficiency, particularly 
in motor transport fuels. The commercial flow of the McKee oil and gas 


field is expected to begin in 1982. A major ammonia-urea plant should 
be in operation by then as well. A methanol plant is under construction 
and expected to be producing 1,200 metric tons a day by 1983. A 
synthetic fuel plant is planned to be operating by 1985, with the goal of 
making New Zealand 50 percent self-sufficient in fuels by 1987. 
Conversion of motor vehicles to compressed natural gas (CNG) passed 1,000 
vehicles per month for the first time in March 1981. 


But these new programs are not without their critics. The synthetic 
fuels plant is now more than $100 million over its original cost 
estimate, as is a new aluminum smelter. Both have generated public 
controversy. Criticism has included environmental concerns, overall 
cost, the extent of foreign involvement, and the general lack of contri- 
bution to employment generation. 


GDP _AND CONSUMPTION 


Of the OECD countries, New Zealand's GDP growth rate of 1.3 percent for 
the 5-year span of 1975-80, ranked last. Private consumption continues 
to fall; retail trade in the first quarter of 1981 was 2 per- cent lower 
than that of the same quarter a year ago. Nonfood items have borne the 
brunt of decreasing consumption, although spending on overseas travel, a 
discretionary item, continues to increase. So far there does not seem 
to be any real increase in sales as a result of 





stores being permitted to open on Saturday. A table of demand and 
supply is listed below. Percentages in the GDP of exports and imports 
demonstrate how important trade is to New Zealand. 


1980/81 figures 1981/82 forecast 
Aggregate Supply 


(% o£ total) 


Production 21010 (76.5%) 21450 (76.5%) 
Imports 6430 (23.5%) 6590 (23.5%) 
Total: 27440 (100.0%) 28040 (100 .0%) 


Aggregate Demand 
(§ of total) 


Private Consumption 12650 (46.1%) (46.4%) 
Private Investment 2450 (8.9%) (9.3%) 


Government Consumption 3530 
Government Investment 1310 (total G=17.6%) (G=183) 


Changes in Stocks 1050 (3.8%) (2.8%) 


Exports 6450 (23.5%) (23.5%) 
Total: 27440 (100.0%) (100.0%) 


All figures in $NZ million 
Source: Business Forecast, June 1981. 


LABOR AND POPULATION 


At the end of June 1981, the number of unemployed in New Zealand reached 
more than 67,000. This total was composed of 46,928 registered unem- 
ployed and 20,418 persons on government-sponsored special work or under 
one of the private sector job-creation programs set up by the government 
to alleviate unemployment. Based on the Embassy's estimate of a labor 
force of 1,282,000, the number of registered unemployed comprise 3.6 per- 
cent of the work force. If calculated by U.S. methods, the rate would 
likely be several percent higher. New Zealand's high unemployment 
figures are likely to persist during 1981. 


As of June 30, 1981, New Zealand's population was estimated to be 
3,160,000, a very slight increase over the previous 12-month period. 
Emigration, mostly to Australia, restrictions on immigration fram the 
Pacific Islands, and a falling birth rate account for the slow population 
growth. Probably the most economically significant demographic develop- 
ment is the change in the age structure of New Zealand's population. 





The low birth rates of the last decade are beginning to manifest them 
selves in a sharply declining school population and in the creatim of a 
generally more mature population. This should result in changing 
product demands, production ability, spending and saving patterns, life— 
styles, and social and political values. 


Net migration loss continued to decline somewhat from the 1979 high of 
27,467, but migration continued to drain New Zealand of the young, skill- 
ed and educated. Recent studies showed that one-third of the emigrants 
are between the ages of 15 and 24 and two-thirds were between the ages of 
15 and 39. Most were in the New Zealand work force, almost 25 percent 
had trade or technical qualifications, and 15 percent had university or 
professional qualifications. Ten percent said they definitely were not 
coming back; 25 percent said they were coming back; the rest said they 
would return if there were changes in New Zealand—changes in the poli- 
tical situation, better job opportunities, or an improvement in the 
economy . Given the common labor market between New Zealand and 
Australia, two of every three adults leaving New Zealand as permanent or 
long-term migrants went to Australia. 


Wages settlements in 1980 ranged around 14 percent. In May 1981, the 
Arbitration Court ordered a one-time general wage increase, covering both 


the private and public sectors at a rate of 5 percent. This General 
Wage Order was part of an agreement between the Government and the labor 
unions in which the Remuneration Act, which gave the government power to 
intervene in wage settlements, was repealed in 1980. The 1981 round of 
wage talks were scheduled to begin in July and will not be completed 
until the last quarter of 1981. 


BALANCE OF PAYMENTS 


In the current world downturn since 1979, New Zealand's terms of trade 
have fallen steadily. New Zealand's relatively high level of trade as a 
part of its GDP makes the country highly vulnerable to world fluctua- 
tions. New Zealand has been forced to increase the ratio of exports to 
total production, so that it may continue to import at its present rate. 
However, the deficit continues to widen, hampering New Zealand's ability 
to import and making it difficult to utilize its full domestic 
capacity. The principal problem is the ever-widening invisibles 
deficit, which is composed mainly of increased freight charges, a rising 
amount of New Zealanders spending their dollars overseas as tourists, and 
many of its international debts, including interest, coming due. 


Year ended May 1981 (All figures in $NZ million) 


Export Receipts 6,048.2 


Import Payments 5,274.8 
809.4 Trade Balance 





Invisible Receipts 1,267.5 
Invisible Payments 2,856.8 
-1,589.3 Services Balance 
-779.8 Current Account Balance 


This deficit could rise as high as $800 millim in 1981/82. An improve— 
ment in the current account balance is not likely for some time. Export 
prices for agricultural products have tended to level out, and in the 
case Of beef and wool have eased. But private import payments will 
continue to increase in 1981, compounded by the depreciation of the New 
Zealand dollar. This increase is bound to cause a reduction in New 
Zealand's overseas trading surplus. The invisibles deficit will 
continue to widen in 1981, as payments must be made overseas for Air New 
Zealand's 747 fleet and foreign components of the energy program. This 
will affect potential import payments before the export potential or 
import saving from the new investments will contribute to export income. 


GOVERNMENT POLICIES 


In the year ended March 1981, government expenditure increased by 20 per- 
cent, but the government deficit of 6.3 percent of GNP was down from 8.6 
percent in 1980. A record deficit of $2,090 million was forecast in the 
July 1981 budget. The Government is continuing its policy of tight 
fiscal control in an attempt to oontrol inflation. Attempts to lower 
the interest rates are starting to be effective. Prime Minister Muldoon 
opposes wage increases of over 9 percent. The additional spending often 
provided for in an electim year budget was absent in 1981. New Zealand 
is highly dependent on income taxes for its revenue. With the new budget, 
it is calculated that 76.5 percent of its tax burden is in the form of 
direct taxes. The Government hopes to ease this burden somewhat when 
the economy picks up later in 1981. In response to a lagging rate of 
economic growth, the authorities have adopted a somewhat neutral stance 
on monetary conditions. Liquidity of the money supply eased somewhat at 
the end of January, but not enough to set off an inflatiomary spiral. 


OUTLOOK 


Given the current world recession, and New Zealand's lagging relationship 
with fluctuations in the economies of its major trading partners, any 
recovery in the world economy in 1981 would not normally flow on to New 
Zealand until 1982. By then, however, a strong upturn is quite pos- 
sible. The energy projects should be making significant contributions. 
Private sector capital expenditure should also increase. The decline in 
the emigration rate, as well as the new incentives in the 1981 budget, 
should help to increase housing demand. Although the population, which 





has grown cnly 1.2 percent in the last 5 years, will continue to lose 
Many to migration, there are signs that this trend is declining. 


The New Zealand Institute of Economic Research has made several predic- 
tions for the 1981/82 year. It expects inflation to drop to a rate of 
about 14 percent, GNP to grow by 3 percent, and an increase in housing 
permits. While the value of exports is expected to rise by 22.5 per- 
cent, including a 3.5 percent hike in volume; the value of imports is 
expected to rise by 27.5 percent, including a 9-percent volume increase. 
Thus, the balance-of-payments problem may worsen in 1981/82. 


It should be noted that it is generally recognized that an improved New 
Zealand economy cannot depend totally om the success of the energy 
projects. Initially, these projects will require significant inputs of 
foreign capital and will increase the balance-of-payments deficit. 
Moreover, a significant reduction in the rate of inflatiom will be 
required to keep New Zealand competitive in its markets overseas and to 
sustain confidence in the agricultural sector. 


EXPORT OPPORTUNITIES FOR UNITED STATES BUSINESS 


The New Zealand Government is planning a two-pronged development 
strategy. First, to develop indigenous energy resources to replace 
increasingly expensive imported petroleum and, second, to foster the 
development of industries that will process New Zealand's primary 
products into products for export. 


The energy related projects mentioned before should provide significant 
Opportunities for a wide range of products such as_ construction 
equipment, automotive conversion kits, and process controls. 


The Government's efforts to strengthen the export sector should see in- 
creased investment in industries such as forestry, fishing, and food pro- 
cessing, as New Zealand seeks to replace its primary commodity exports 
with manufactures based on these products. For example, the Government 
hopes to see exports of sawn timber, newsprint and furniture components 
increase and log exports drop; steel exports replace iron sand; carpets 
and other products replace wool exports. The emphasis on expanding 


processing industries will create a demand for the machinery needed in 
these industries. 


The development of large industries is also being pushed. Many indus- 
trial development projects are in the final discussim stage, including 
the expansion of the Glenbrook steel works in the North Island and an 
aluminum smelter project in the South Island. The latter is well 
advanced, with final approval anticipated later this year. Other 
projects to utilize the abundant hydroelectric power and natural 
resources in the South Island are under discussion. Plans are also 
being made to electrify most of the North Island's main trunk railway. 





The New Zealand Government is actively encouraging foreign investment 
which will provide import substitution, expand export production, and/or 
create jobs. The Department of Trade and Industry has recently 
established an Investment Unit to provide potential overseas investors 
with information on investment in New Zealand as well as lists of New 
Zealand firms seeking foreign investment or joint venture partners. 


New Zealand appreciates that it must increase industrial sector output if 
the economy is to grow and continue to provide New Zealanders with their 
traditional high standard of living. Investment by both Government and 
the private sector is the key to this growth. Planned capital invest- 
ment in a number of industries over the next few years should provide 
buoyant markets for a wide range of industrial goods used in those 
industries. The increased emphasis on processing and packaging many of 
New Zealand's traditional agricultural products before export will create 
demand for specialized processing and packaging machinery. 


The New Zealand market is competitive but American products are well 
known amd enjoy a good reputation. For innovative, competitive 
exporters New Zealand can be an excellent market. 


SPECIAL MARKET CONSIDERATIONS 


New Zealand tariffs apply equally to all countries with some exceptions. 
Canada enjoys preferences on a very few items. The United Kingdom 
continues to enjoy a preference on automobiles. Australia enjoys 
preferences on a wide range of products. The Australian preferences may 
substantially increase if current talks on greater economic cooperation 
between New Zealand and Australia conclude in a formal agreement. In 
addition, New Zealand recently implemented a plan to give developing 
Pacific Island nations preferential access to the New Zealand market on a 
selected range of items. Other developing countries also enjoy prefer- 
ences under the United Nations Generalized System of Preferences. 


New Zealand maintains an import licensing system which has been in force 
since 1938. As a general rule, this system restricts and sometimes 
prevents imports of goods when comparable products are being made or 
could be made in New Zealand. The Government is moving slowly to 
liberalize the import licensing system, but approximately 25 percent of 
goods imported into New Zealand remain subject to import licensing. 
Licensing applies primarily to a wide range of finished goods including 
most consumer goods. But raw materials, intermediate products, and 
machinery can usually be imported with few restrictions. 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPO you need to succeed in overseas business. 
RTING Overseas Business Reports (Opr’s)—40 
BLINDFOLDED? a year—bring you detailed information on overseas 


trade and investment conditions and opportunities. 
They'll bring you the latest marketing information on 
countries offering good potential as sales outlets for 


U.S. goods. You'll find information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels @ market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 

@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
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